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Abstract
The aim of this research is to test the validity of the
dimensions of internal marketing and its impact on the performance
of an organization. Internal marketing is a process in which employees
are treated as internal customers and jobs are treated as products. A
non-probabilistic sampling technique comprising of a hundred
customers and a hundred commercial bank employees was used to
take a sample for this research. Study setting was non-contrived;
data collection method was primary through two structured
questionnaires: one for the employees and the other for customers.
Factor analysis was used to find out the underlyingdimensions of
internal marketing and to check the validity of construct. MLR was
used to test the hypotheses. The result revealed that out of six
independent variables: motivation, strategic reward, training,
understanding and differentiation, had significant while inter-
functional coordination, and dissemination of information had
insignificant causal relationship with organizational performance.
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Introduction
Internal Marketing
Gone are the days when people used to buy solely on the
basis of production, product or selling philosophy and new era has
brought marketing and social welfare into limelight. The aim of
marketing is to build profitable relationships with the customers. The
customers are delighted when they get better solution the  their
problems and become dissatisfied if they do not get valuable products
in exchange of money. Therefore, marketers have to constantly engage
themselves in retaining the existing customers and attracting the new
ones.
Extensive work has been carried out to study the consumer
mindset. However, customers are not the only ones who buy goods
and services of the organization, the term can further include employees
who work inside the organization to make things happen for the outer
world. Thus employees have been famously termed as internal
customers and their satisfaction is as important as the external
customers. However, internal marketing is gaining momentum and
every possible step is being taken to nurture the wellbeing of
employees and this could help the organizations to achieve its strategic
objectives (Rafiq & Ahmed, 2000). The employees render their services
to satisfy the needs of external customers therefore they have become
indispensable to the organization’s success (Hartline & Ferrell, 1996).
George (1990) pointed out that internal marketing is done to
satisfy employees to the utmost so they can play their vital role in the
overall development of the organization. The successful organizations
gain competitive advantage by paying due heeds to the quality of
service offered to their external as well as internal customers (Azzolini
& Shillaber, 1993).
Multivariate Analysis Techniques
The phenomenon of globalization has posed serious
challenges in terms of advanced technology, innovative methods of
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producing goods and services, easy access to information, boundary
less flow of information and entrepreneurs consider business agility
as the last resort to all the underlying problems. This attribute could
help them to respond to change in the best possible manner. Moreover,
the rule of the game is to provide value added products to the
customers thereby satisfying their needs, wants and desires to a
great extent. At last, the mangers have to deal with complex set of
data in order to draw valid conclusions. Hence, this issue can be
addressed by employing multivariate statistical techniques. It can
help in creation and sharing of knowledge by making the data easier
to interpret. Last but certainly not the least; managers could make
decisions more effectively (Hair, 2010). Additionally, these techniques
exhibit graphical representation of data which is easy to comprehend
and more than one dependent variable can be predicted
simultaneously (Izenman, 2008). These techniques are used in diverse
fields like finance, medicine, marketing, business, biology, economics,
etc. It can analyse the actual data for researches carried out in natural
setting (Giri, 2014).
The Objective of the Study
 To examine the impact of internal marketing on organizational
performance.
 To establish the convergent and discriminant validity of
Internal Marketing Dimensions.
 To elaborate the interpretation of Multiple Linear Regression
(MLR) results for beginners without using matrix and complex
equations.
Literature Review
The economy of Pakistan is mainly based on three sectors
namely: agriculture, industry and service. The service sector has
depicted a growth rate of 4.29% as compared to last year that was
4.85%. Nonetheless, the present government has witnessed serious
macroeconomic challenges such as; poor law and order situation,
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power and energy crises, high fiscal deficit, decline in Foreign Direct
Investment (FDI) and remittances from overseas Pakistanis and high
borrowing to meet the budgetary requirements. It is worth noting that
banking sector of Pakistan has been flourishing and maintaining high
profit margins despite such deadlocks (Khan, 2014). Thus the banking
sector of Pakistan that lies under the umbrella of service concerns is
growing at a rapid pace. Moreover, unprecedented efforts are being
laid out to provide financial products by means of Flexible Payment
Plan (FPP). However, this scenario has led the commercial banks to
pay greater attention to service quality which can be maintained by
satisfying the employees first who are commonly known as internal
customers. Berry (1981) proposed an idea of internal marketing where
employees are considered internal customers who get satisfied by
doing their jobs which is a means to satisfy their needs and wants.
Several other authors have presented their findings and Tansuhaj,
Wong, and McCullough (1987) indicated that internal marketing could
increase the employee commitment with the organization. Jenkins and
Paul Thomlinson (1992) highlighted that internal marketing could
decrease the employee turnover and job performance can be improved.
The service concerns could be on the verge of success if its internal
customers enjoy better facilities and services (Gremler, Jo Bitner, &
Evans, 1994).
Hallowell, Schlesinger, and Zornitsky (1996) emphasized on
the notion of providing better services to employees before reaching
the external customers in the marketplace otherwise the efforts would
not reap fruitful results.
Internal marketing is a prerequisite for external marketing. It
starts with recruiting the right employees at the right time for the right
position. These employees will further devote their energies to satisfy
the end users of their organization’s products (Kotler, 2000). Cooper
and Cronin (2000) mentioned that organizations could rely on internal
marketing and employees should be imparted training and development
so they could provide better services to the client.
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Czaplewski, Ferguson, and Milliman (2001) identified that
the internal marketing could facilitate the organization in number of
ways: less absenteeism, low turnover rate, highly motivated
employees and increased organizational commitment were some of
the merits that are helpful to encounter the currents of ever-changing
and uncertain environment.
Amangala and Amangala (2013) suggested that
dissemination of information with reference to internal marketing was
important to enhance employee performance but sometimes it is
hoarded intentionally as the competitors might get benefit out of it.
As a matter of fact, organization needs heavy investment in
terms of capital but its survival does not only depend on tangible
assets; human capital also plays a significant role in the overall growth
of an organization. The motivational strategies act as a blood that
keeps the employees alive and ultimately its impact can be viewed on
organization’s competiveness (Ahmed & Rafiq, 2003). This study
was further elaborated by pointing out several predictors such as;
remuneration, growth opportunities, congenial working environment,
smooth flow of communication, reward system, training &
development, motivation, job autonomy and freedom (Ahmed & Rafiq,
2003; Lings, 2004).
Kotler’s idea that was presented in 2000 was reconfirmed
that internal marketing is part and parcel to gain employee satisfaction
(Schultz, 2004).
Another literary work built a strong foundation which stated
that information generated is used to redesign the jobs thereby
satisfying esteem needs of the employees in an effective manner
(Lings & Greenley, 2005).
Nowadays, the retention of skilled workforce has become
an ever-increasing challenge for the managers. The solution of the
stated problem lies in the implementation of internal marketing
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practices thereby preserving the best employees so they can change
the fate of an organization (Che Ha, Abu Bakar, & Jaafar, 2007).
Hypothesis
H1: Dissemination of information has significant impact on
organizational performance
H2: Understanding and Differentiation has significant impact on
organizational performance
H3: Training has significant impact on organizational performance
H4: Inter-functional Coordination has significant impact on
organizational performance
H5: Strategic Reward has significant positive impact on organizational
performance
H6: Motivation has significant positive impact on organizational
performance
Theoretical Framework for Internal Marketing
Methodology
Population and Sample Size
Population of this research consists of employees, directly involved
in customer dealing (tellers) and their customers from commercial banks
of Karachi. Total sample size was two hundred, hundred customers
and hundred employees. Non probabilistic sampling method was used.
From each branch four to five tellers and the customers who visited
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these tellers’ windows, were chosen from twenty two branches of the
leading commercial banks of Karachi. Primary source of data collection
by means of two structured questionnaires was used: one was for the
customers and another was for the employees proposed by
(Parasuraman, Zeithaml, & Berry, 1988).
Questionnaire Design
After extensive review of the literature on internal marketing,
organizational performances and human resource practices, construct
measures were based on it. 20 items were made in this way for the six
components of the internal marketing mix i.e. understanding and
differentiation, dissemination of information, training, strategic reward,
motivation inter-functional coordination  from (Warraich, Awais,
Parkash, & Ahmad, 2014). In the case of organizational performance
construct: four items for two components namely, customer
satisfaction from (Blesa & Bigné, 2005) and interaction quality and
outcome quality from (Brady & Cronin Jr, 2001) were chosen.
Validity and reliability test
Cronbach’s coefficient alpha was computed to test the
internal consistency of the questionnaire; this value was completed
for each dimension of internal marketing. The computed values
exceeded the requirement of 0.7. Sekaran (2006) conceptualized that
value of Cronbach’s Alpha lying above 0.8 is considered a satisfactory
value.
Table 1.1
Reliability Statistics
 
Indicators Cronbach's Alpha N of Items 
Understanding and differentiation 0.851 4 
Training 0.832 2 
Dissemination of Information 0.788 4 
Inter-functional Coordination 0.848 2 
Strategic Reward 0.823 3 
Motivation 
Organizational Performance 
0.949 
0.854 
5 
4 
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To validate the construct of questionnaire, the variables of internal
marketing were submitted for the factor analysis. Factor loadings of
variables with values above 0.30 are considered good for the final
analysis (Child, 1990).
Table 1.2
KMO and Bartlett’s Test
 
Kaiser-Meyer-Olkin Measure of Sampling Adequacy. .686 
Bartlett's Test of Sphericity 
Approx. Chi-Square 1489.229 
Df 190 
Sig. .000 
 
High loading within the factor assure the convergent validity
of the instrument and no cross loading of item among factors show
the discriminant validity of the instrument. Loading and communalities
for each item have been appeared in Table 1.3.
Results
The given factor analysis shows that the Internal Marketing
mix has six components. We can hypothesize that six components of
internal marketing i.e. motivation, training, strategic reward,
dissemination of information, inter-functional coordination,
understanding and differentiation have a significant positive effect
on organizational performance. The above hypotheses can be
expressed in a multiple linear regression equation as
Y1  =  β0 + β1X1 + β2X2+ β3X3 + β4 X4 + β5 X5 + β6X6
Where
Y1 = Organizational Performance
X1 = Dissemination of Information
X2 = Understanding and Differentiation
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Table 1.3
Communalities of the Variables
 
 
Communalities Factor loading 
Aspect 1 –Motivation 
  
I make smart choices in my career .920 .944 
I set my own work schedule to accomplish the tasks .873 .928 
My employer prefer to redesign the work processes .874 .924 
My peers provide a helping hand to me in difficult times. .887 .883 
I receive instant recognition on presenting innovative ideas. .873 .839 
Aspect 2 - Understanding and differentiation 
  
My organization  offers services to workers on the basis of education .758 .849 
My organization offers services to workers on the basis of their experience .691 .825 
My organization offers Service to workers on the basis of their preferences .702 .819 
My Manager involves me  in decision making process .677 .813 
Aspect 3 - Dissemination of information 
  
I am well-versed with the company policies. .769 .849 
I know the workplace decorum very well. .785 .818 
I can offer doable solutions in challenging situations .748 .789 
Employees at all management levels are well-informed. .557 .659 
Aspect 4 - Strategic reward 
  
Employees are informed about reward criteria .856 .899 
Employees are informed the reasons for which they are rewarded .842 .839 
The reward system interlink with organization’s objectives .715 .803 
Aspect 5 –Training 
  
I am modifying my behavior under the supervision of my manager .871 .923 
My manager helps me to broaden my horizon .836 .904 
Aspect 6 -  Inter-functional coordination 
  
The hierarchical order in my organization is well-defined. .915 .954 
The information flow at all levels is smooth. .916 .945 
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X3 = Training
X4 = Inter-functional Coordination
X5 = Strategic Reward
X6 = Motivation
Technique of Regression
Backward stepwise method was used and forward method
was discouraged due to suppressor effects. This effect occurs if an
independent variable has crucial impact while all other variables remain
constant.
ANOVA
The table was split-up into three parts; see Table 1.4 one part
is allocated for a model. For the very first model we had considered six
predictors for calculating the value of F i.e. 189.274 which seems to be
very unlike change of happening (p< 0.05). We then considered the
second method; use 5 predictors and notice the value of F-ratio i.e.
229.568 which were higher than the first model and were also significant
(p< 0.05) and finally for third method we had considered four variables
and found that the calculated value of F were 287.988 which were
higher than the value of both of the last two methods and also showed
a significant result i.e. (p < 0.05).
Table 1.4
ANOVAa
Model Sum of Squares Df Mean Square F Sig. 
1 
Regression 13.469 6 2.245 189.274 .000b 
Residual 1.103 93 .012   Total 14.573 99    
2 
Regression 13.469 5 2.694 229.568 .000c 
Residual 1.103 94 .012   Total 14.573 99    
3 
Regression 13.462 4 3.366 287.988 .000d 
Residual 1.110 95 .012   
Total 14.573 99    
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After calculating the value of F-ratio by all of the above
three models, we have come to interpret that the very first model in
which we had used six indicators notably improved our capabilities
to predict the level of organizational performance. But in the final
model in which we eradicate the two insignificant predictors showed
better results in the form of significant value of F-ratio. The change in
F-ratio calculated from each method has reported. As we already
discussed that we had considered six predictors for 1st model and
have found that the model caused changes into R square from 0 to
0.924. This change in value of variance portray rise to F-ratio i.e.
189.274; this value is significant with probability of less than 0.05. For
second model we had eliminated two most insignificant predictors
and found that the model caused changes in R square by less than
0.001. This change in the value of variance indicates change in F-
ratio of 0.001 which is insignificant in nature and showed the
probability of value 0.970 specifically for this model. Finally for third
method we have noticed the value of R square by eliminating one
more insignificant predictor and found that it decreases by 0.001.
This change in the value of variance indicates change in F-ratio of
0.661, which is also insignificant value with a probability of 0.437
specifically for this model.
Model Summary
Table 1.5
Model Summary
 
Model R R Square Adjusted R Square 
Std. Error 
of the 
Estimate 
Change Statistics 
R Square 
Change F Change 
df
1 df2  
Sig. F 
Change 
1 .961 .924 .919 .10891 .924 189.274 6 93 .000 
2 .961 .924 .920 .10833 .000 .001 1 93 .970 
3 .961 .924 .921 .10810 .000 .611 1 94 .437 
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The value of R indicates the multiple correlation coefficients
between organizational performance and predictors. We used all 6
variables in our 1st model as predictors including training, motivation,
dissemination of information, strategic reward, inter-functional
coordination, understanding and differentiation. This model indicated
the simple correlation between organizational performance and the
predictors 0.961. The next column provides us the value of coefficient
of determination i.e. R square and also provide us the measurement of
variability in the organization considered by predictors.
The value of 0.924 through first model indicate that all these
factors (Training, Motivation, Dissemination of information, Strategic
Reward, Inter-functional Coordination, Understanding and
Differentiation)  report for 92.4% variation in the organizational
performance.
The value of adjusted R square is calculated in the 3rd column.
This column indicate us the level of variance that would be considered
if calculated value has been derived from population from which we
took our sample for research.
However, we had noticed that as we eliminate two of the
insignificant predictor i.e. inter-functional coordination and
dissemination of information one by one. It will decrease the value of
R, R square, and adjusted R square to (0.924 – 0.919 = 0.005 i.e. approx.
0.5%), (0.924 – 0.920 = 0.004 i.e. approx. 0.4%), (0.924 – 0.921 = 0.3%).
The results clearly show that elimination of these two variables has
no impact on the prediction ability of the model and didn’t show any
value of variance on the organizational performance.
The Coefficients table “B” portrays the contribution of each
predictor for the model. The above calculated value of b indicates the
relationship between predictor and the organizational performance.
All of the four values of “b” in this model show positive relationship
so increase in these four factors show the improvement in the
organizational performance. The value of “b” shows the level of effect
on the outcome if the impact of all the other predictors to be considered
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Table 1.6
Coefficientsa
 
Model 
Unstandardized 
Coefficients 
Standardized 
Coefficients 
T Sig. 
Correlations Collinearity Statistics 
B Std. Error Beta 
Zero-
order Partial Part Tolerance VIF 
3 
(Constant) 0.324 0.12  2.7 0 .008      
Understanding 
and 
differentiation 
0.255 0.019 0.399 13.587 0  0.6 0.813 0.385 0.931 1.075 
Training 0.277 0.02 0.384 13.422 0  0.5 0.809 0.38 0.979 1.022 
Strategic 
Reward 0.252 0.022 0.348 11.516 0  0.6 0.763 0.326 0.878 1.139 
Motivation 0.258 0.018 0.425 14.016 0  0.67 0.821 0.397 0.871 1.148 
 
constant i.e. strategic reward (0.252), understanding and differentiation
(0.255), motivation (0.258), training (0.277). All these calculated value
of beta indicate the change in the performance of organization
resulting from per unit change in the above predictors.
The next column show the standard error which explain the extent to
which the value of beta would differ among different sample and also
determine that either the value of b differ significantly from zero or
not. The t test conclude the zero value of beta on testing of Null
Hypothesis; therefore we accept the hypothesis that the value of
beta for Training, Strategic reward, Differentiation, Motivation,
Understanding and Differentiation is significantly distinct from zero
whereas the value of predictor variable grant significantly to our
capability to predict the value of organizational performance.
Third column i.e. standardized beta values, shows that
variation by one standard deviation in the predictors will change the
number of standard deviations and it will provide enhanced
understanding of the predictor in the model. The standard version of
beta for motivation is (.425) which shows that motivation has the
highest degree of importance than differentiation, training and
understanding whereas strategic reward in the last.
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Table 1.7
Hypothesis Assessment Summary
Indicators t value Empirical Result 
Under Standing and differentiation 13.587        Fail to Reject 
Training 13.422 Fail to Reject 
Dissemination of Information 0.038 Reject 
Internal functional coordination 0.781 Reject 
Strategic Reward 11.516 Fail to Reject 
Motivation 14.016 Fail to Reject 
 
Accuracy and assessment of model
As this model is based on sample data therefore it is important
to know whether we can apply this model to other samples or not. For
this, the value of adjusted R square tell us that either our model
generalizes well or not. Ideally the calculated value should be very
close to or same as the value of R square. In this study variance
between the values is (.924-.921=.3%). This reduction shows that if
the model was to be derived not from the sample but the population
then it means approximately 0.3% lesser variance in the organizational
performance. Secondly, is this model suitable for the observed data or
it is affected by a small number of cases? We are concerned about the
generalization of the results beyond our sample because it is usually
more interesting to know that our findings are true for the population
and not only sample.
Checking assumption
No perfect multi-collinearity:
As far as multi-collinearity is concerned it is the most essential
and significant supposition of regression type. There have to be
imperfect linear association with analysts.
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Variance Inflation Factor also known as VIF, and another
way to distinguish multi-collinearity. It point out even if a predictor
has an intense link with other predictor. Even though there is not any
specific rule about what value of VIF could be the element for
involvement. Panis, Myers, and Houck (1994) suggested the moderate
VIF component is more than 10, and then regression model might be
biased by multi-collinearity. VIF is the forbearance statistics that is
reciprocal to it (1/VIF). Values under 0.1 reflect major problems, despite
the fact that the value 0.2 is the matter of quality concern. Considering
the statement of no multi-collinearity, the VIF values of complete
predictors of our current model are under 1.2, tolerance statistics are
higher than 0.86. So, coming to an end we can safely wrap up that
there isn’t any multi-collinearity within predictors.
Normality
It is consider that the residuals on the model is random, this
consideration have a simple meaning of variation within the model
and the realized data is the utmost often zero or you can say it is very
close to zero , and the difference would be more than zero occur in
rare situations. We have used KOLMOGOROV SMIRNOV and
SHAPIRO WILK test to examine the null hypo-thesis about the residual
values to observe a normal distribution that is one of the assumptions
of OLS and show the robustness of model.
Table 1.8
Tests of Normality
 
 Kolmogorov-Smirnova Shapiro-Wilk 
Statistic Df Sig. Statistic Df Sig. 
RES_1 .056 100 .200* .977 100 .064 
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4.5.3 Homoscedasticity
One of the most important assumptions in multiple regression
equation has a common variance this is known as Homoscedasticity.
Therefore we can say that variance of the residual terms should remain
consistent at every level of the predictors. The reason behind using
WHITE Heteroscedasticity rather than BREUSCH-PAGAN and
KOENKER test because this test performs well when errors are normally
distributed and in this internal marketing regression model error follows
normal distribution.
Table 1.9
White Heteroscedasticity Test
 
F-statistic 1.505148     Probability 0.126725 
Obs*R-squared 19.86581     Probability 0.134429 
 
Discussion  & Conclusion
This study not only highlights the importance of the use of
Multivariate techniques in area marketing, human resource
management, and behavioral finance but explains the procedure of
testing convergent and divergent validity of construct through SPSS
rather than AMoS. The findings of the study explicitly reveal that
internal marketing is a precursor for organizational performance that
confirmed the premise made by (Ahmed & Rafiq, 2003). Moreover,
four dimensions of internal marketing: motivation, strategic reward,
training, understanding and differentiation have depicted positive
significant relationship. On the contrary, two predictors: inter-
functional coordination and dissemination of information have shown
insignificant relationship with the organizational performance. Thus
our premise has been supported by the conclusion drawn by Amangala
and Amangala (2013), who identified the fact that data hoarding
sometimes makes sense as company’s rivals could take undue
advantage of it as well as this article confirm the validity of internal
marketing dimensions.
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